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Thief River Falls
Lease end Oct. 31, 2005
Lessor MnSCU
Lease rate $10.50
Space needs 3,540 sq. ft.

WorkForce Center partner
subleases

Not applicable

WorkForce Center notes
on current location

Parking and space are sufficient. No plan to move from
current location.

WorkForce Center other
notes

Nearest MnSCU campus

Northland Community and Tech College.

Space available

Co-located; however, campus concerned about growing
need for space for educational programs.

MnSCU other notes

If campus continues to grow, it will need this space for
educational purposes. Lease rate likely to increase.

Summary status and plans

WorkForce Center is co-located on a
MnSCU campus. Concerns about growing
academic space needs.
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’Virginia
Lease end" July 31, 2003
Lessor Non-government
Lease rate $10.66
Space needs 10,100 sq. ft.
WorkForce Center partner | 2 :
subleases 5,200 sq. ft.

WorkForce Center notes -

on current location

Major remodeling done last year in current WorkForce
Center location.

“WorkForce Center other
‘notes

Nearest MnSCU campus

Mesabi Range Community and Technical College

(Northeast Higher Education District) — Virginia campus.

Space available

No contiguous space available.

MnSCU other notes

If funds are available for new construction or renovation,
co-location could be considered.

Summary status and pléns

Nearest campus stated interest in co-
locating with WorkForce Center if funding
for renovation or new construction would
be available. Low potential for immediate
co-location without capital funds. Further
local discussion applying the co-location
criteria, determining mutual benefits, and
securing preliminary agreement on terms
will be required to assess co-location
potential within a 10-year time frame.

Potential for co-location in the longer
term.
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Wadena
Lease end Oct. 31, 2002
Lessor Wadena County
Lease rate $10.50
Space needs 2,800 sq. ft.
WorkForce Center partner | 1
subleases 1,300 sq. ft.

WorkForce Center notes
on current location

This is a new county services building. Good parking.
Could use more space. WorkForce Center is satisfied with
current location. Move would benefit common mission.

WorkForce Center other
notes

Parking would be problem at the college.

Nearest MnSCU campus

Northwest Technical College — Wadena.

Space available

Space is not available.

MnSCU other notes

If funds are available for new construction, co-location
could occur.

Summary status and plans

WorkForce Center is in a government
building. Unlikely to move to campus in
short term. Nearest campus stated interest
in co-locating with WorkForce Center if
funding for renovation or new construction
would be available. Low potential for
immediate co-location without capital
funds. Further local discussion applying
the co-location criteria, determining
mutual benefits, and securing preliminary
agreement on terms will be required to
assess co-location potential within a 10~
year time frame,

Potential for co-location in the longer
term.
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West St. Paul (Marie)
Lease end Aug. 31, 2002
Lessor Non-government
Lease rate '$13.85
Space needs 9,600 sq. ft.

WorkForce Center partner
subleases

WorkForce Center notes
on current location

| Will be combined with West St. Paul (Wentworth) when

both move to Dakota County government center building
in Inver Grove Heights.

WorkForce Center other
notes

Plan to move to new Dakota County government services
center; building expected to be completed in 2002.

Nearest MnSCU campus

Inver Hills Community College — Inver Grove Heights.
Dakota Technical College — Rosemount.

Space available

No contiguous space available at either campus.

MnSCU other notes

If funds are available for renovation at Dakota or new
construction at Inver Hills, co-location could occur.

Summary status and plans

WorkForce Center move to a new
government building is pending. Unlikely
to move to campus in short term. Nearest
campus stated interest in co-locating with
WorkForce Center if funding for
renovation or new construction were made
available. Low potential for immediate co-
location without capital funds. Further
local discussion applying the co-location
criteria, determining mutual benefits, and
securing preliminary agreement on terms
will be required to assess co-location
potential within a 10-year time frame.
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West St. Paul (Wentworth)

Lease end Aug. 31,2002
Lessor Non-government
Lease rate $13.85

Space needs 9,600 sq. ft.
WorkForce Center partner | —

subleases

WorkForce Center notes
on current location

Will be combined with West St. Paul (Marie) when both
move to Dakota County government center building in
Inver Grove Heights.

WorkForce Center other
notes

Plan to move to new Dakota County government services
center; building expected to be completed in 2002.

Nearest MnSCU campus

Inver Hills Community College — Inver Grove Heights.
Dakota Technical College — Rosemount.

Space available

No contiguous space available.

MnSCU other notes

If funds are available for renovation at Dakota or new
construction at Inver Hills, co-location could occur.

Summary status and plans

WorkForce Center move to a new
government building is pending. Nearest
campus stated interest in co-locating with
WorkForce Center if funding for
renovation or new construction would be
available. Low potential for immediate co-
location without capital funds. Further
local discussion applying the co-location
criteria, determining mutual benefits, and
securing preliminary agreement on terms
will be required to assess co-location
potential within a 10-year time frame.
Unlikely to move to campus in short term.
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Willmar
Lease end Oct. 31, 2005 (2 leases)
Lessor Kandiyohi County
Lease rate $14.37
Space needs 6,200 sq. ft.
WorkForce Center partner | 2
subleases 500 sq. ft.

WorkForce Center notes
on current location

Located in Kandiyohi County Human Services Building
with a large contract supporting staffing and associated
WorkForce Center costs. Shared T-1 lines and access to
multiple conference rooms, lunch rooms, onsite child care,
other amenities. Lots of free parking.

WorkForce Center other Ridgewater campus location would make customer access

notes a problem. Would rather move customized training to the
WorkForce Center.

Nearest MnSCU campus | Ridgewater College — Willmar.

Space available

No contiguous space available.

MnSCU other notes

If funds are available for renovation, co-location could
occeur.

Summary status and plans

WorkForce Center is in a government
building. Unlikely to move to campus in
short term. Nearest campus stated interest
in co-locating with WorkForce Center if
funding for renovation or new construction
would be available. Low potential for
immediate co-location without capital
funds. Further local discussion applying
the co-location criteria, determining
mutual benefits, and securing preliminary
agreement on terms will be required to
assess co-location potential within a 10-
year time frame.
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Winona
Lease end July 17, 2005
Lessor MnSCU
Lease rate $1.65

Space needs

4,800 sq. ft./8,000 for all partners

WorkForce Center partner
subleases

WorkForce Center notes
on current location

Working well.

WorkForce Center other
notes

Recently remodeled space.

Nearest MnSCU campus

Southeast Technical College at Winona.

Space available

Additional space not available.

MnSCU other notes

Funding for additional space for new programming is
being requested in FY 2002. Question about lease renewal
in 2005 if new space is not funded.

Summary status and plans

WorkForce Center is co-located on
MnSCU campus. MnSCU is requesting
funds in FY 2002 to maintain space for co-
location.
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Worthington
Lease end March 31, 2001
Lessor Non-government
Lease rate $11.16
Space needs 4,800 sq. ft.
WorkForce Center partner | 1 ‘
subleases 1,700 sq. ft.

WorkForce Center notes
on current location

Willing to consider move. Location is very good but
facility is inadequate.

WorkForce Center other
notes

Have been investigating local options, but they are costly.

Could be new option as result of proposed joint facilities
study among county, city, and school district. Location
and parking could be problems at campus, especially for
rehabilitation services and public assistance customers.

Nearest MnSCU campus

Minnesota West Community and Technical College —
Worthington. .

Space available

Contiguous space not available.

MnSCU other nofes

1 mile-from current WorkForce Center. Would add to
MnSCU FY 2002 funding request to provide additional
space to accommodate WorkForce Center.

Summary status and plans

May request capital project funding for FY
2002 that could include additional space
for WorkForce Center co-location. Low
potential for immediate co-location
without capital funds. Further local
discussion applying the co-location
criteria, determining mutual benefits, and
securing preliminary agreement on terms
will be required to assess co-location
potential within a 10-year time frame.

Potential for co-location in the near term
(“immediate”).
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APPENDIXB
METHOD FOR DETERMINING LEASE RATES

Lease rates generally are determined by local market conditions, including available options
of suitable space and the parties’ bargaining position. Lease rates at the four WorkForce
Centers now located on MnSCU campuses show generally low rates relative to the local
market. Among the reasons are that market rates were not the benchmark when the rates were
set and in some cases MDES contributed funds to renovate occupied space. For this study, -
however, the question is the prospective calculation of lease rates for co-locations.

WorkForce Centers are interested in finding space that meets their local program needs and
those of their partners at reasonable cost, selecting the best among available options in the
local market. Many factors, including the lease cost, are balanced to determine the best
available option. Advantageous lease rates leave more funds for delivering services.

As a rule, lessors want to charge the highest attainable rate allowed by local market
conditions. Some MnSCU campuses have indicated a preference toward charging the local
market rate for similar space if WorkForce Centers would co-locate on campus. Campuses
are expected to operate in a financially prudent manner and to exercise approprlate business-
like relationships in leasing space to other parties.

A major MnSCU concern is the full recovery of costs associated with a lease, including
capital and operating costs. MnSCU is required by statute to pay back to the general fund
over the life of the bonds one-third of the debt service for buildings financed by state general
~ obligation bonds." A lease rate that does not attempt to recover full relevant costs might be
seen as a subsidy — providing a service at less than what it costs to provide it.

Although details of components that go into full costs are being worked on, the principle of full
cost recovery through the lease rates appears to have support from both MnSCU and DES, for
sites that are appropriate for co-location. It could also be noted that the full cost recovery lease
rate may not be the best available lease rate in a community, or may in combination with other
factors make the MnSCU campus option more or less desirable in the local market.

T M.S. §16A.662, Subd. 5. Assessment to higher education systems. (a) In order to reduce the amount
otherwise required to be transfetred to the state bond fund with respect to bonds heretofore or hereafter
issued under Laws 1990, chapter 610, article 1, section 30, subdivision 2, the commissioner of finance shall
assess each higher education system for one-third the amount that would otherwise need to be transferred
with respect to those bonds sold to finance capital improvement projects at institutions under the control of
the system; provided that, to the extent that the amount to be transferred is for payment of principal and
interest on bonds sold to finance life safety 1mprovements the commissioner must not assess the higher
education systems for the transfer.
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Additionally, both MnSCU and MDES wish to retain flexibility in their commitments for
the use of space. At some time before the costs of building or renovation are fully recovered,
either MnSCU or MDES could decide that the co-location should be discontinued — due,
for example, to significant funding changes or to new location or space requirements needed
to serve their respective customers.

The lease terms for existing co-located WorkForce Centers on campuses commonly are three
to five years. Recent discussions may indicate a preference for shorter terms.

LEASE RATE COMPONENTS

The components for a lease rate based on full cost recovery are listed and illustrated in Table
1. This scenario is for new building of a WorkForce Center with 5,000 square feet of space
and typical leasehold improvements,” assuming full cost recovery and general obligation
state bonding for construction (costs in Year 2000 dollars). The figures estimate the annual
lease costs per square foot. They were developed during the study in discussions with
MnSCU. The figures are generalized and would differ for every case, due to a large number
of considerations. This information is a general guide.

The essential cost components for a full cost recovery calculation would include operating
cost and debt service components whether the space is new or renovated. MnSCU is required
by statute to pay one-third of the cost of debt service for general obligation bond financing.
In a situation where existing space is renovated, the applicable costs for the lease would be
as represented in the “operating costs” portion of the table plus an amount that covers
existing debt service. Because the debt service amounts reflected in the lease table include
only the one-third of total debt service that MnSCU is required to repay, total costs to the
state are higher.” In addition to lease costs, the lessee would be responsible for all leasehold
improvement costs. '

2 Typical leasehold improvements include standard heating, ventilating, and air-conditioning; ceiling;
lighting; wall construction; electrical; and carpet.

3 This table shows operating costs plus the MnSCU 1/3 debt service payment (the lease rate amount),
compared with operating costs plus the full debt service payment. All figures are per-square-foot.

Assumed project Operating MnSCU portion of debt Total debt Total debt service and
cost costs service (1/3) Lease rate service operating costs
3100 $4.94 $2.67 $7.61 $8.00 $12.94
$150 $4.94 $4.00 $8.94 $12.00 $16.94
5200 §4.94 $5.34 - $10.28 $16.00 $20.94
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‘T‘ABLE 1. Generalized estimated annual lease rate per square foot

for a WorkForce Center on a MnSCU campus

« Operating costs: rate per square foot to cover operating costs®
$ 1.39 - utilities®
.50 - supplies/equipment®
1.55 - operations and maintenance?
1.50 - repairs and renewal®
$ 4.94 - total |

* Debt service for new construction: rate per square foot to cover the MnSCU portion (1/3) of debt
servicef assuming 20-year general obligation bonding® |

$2.67 if project cost" is $100 per square foot
$ 4.00 if project cost is $150 per square foot
$ 5.34 if project cost is $200 per square foot

« Total lease rate for new construction: total lease rate per square foot, including operating costs and
debt service (20-year bonds)

$ 7.61 if project cost is $100 per square foot
$ 8.94 if project cost is $150 per square foot
$10.28 if project cost is $200 per square foot

* The costs for utilities, supplies and equipment, operations and maintenance, and repairs and renewals are
based on 2001 budget estimates developed by MnSCU.

® Utilities include electric, natural gas, fuel oil, other utilities; hazardous waste; plant; long-distance and

network telephone; refuse removal; water and sewer; and recycling. Other utilities include purchased steam.
Utility costs were inflated by 20 percent from FYs 1997, 1998, and 1999 actuals for recent mild winters and

. increases in natural gas costs.

© Supplies and equipment includes the supply and equipment items needed to maintain the facility.

¢ Operations and maintenance includes physical plant services required for program support and other
functional uses of campus facilities and grounds such as building automation, equipment operations (vehicle
drivers and equipment operation and maintenance), HVAC maintenance and operation, grounds maintenance
(lawns, landscape, snow removal), general maintenance work and custodial services including space event
services, building services supervisor and maintenance foremen costs.

¢ Repairs and renewal includes repair and/or in-kind replacement of physical elements of facilities and fixed
equipment such as roof repairs and replacement, masonry wall tuckpointing, window repair and replacement,
carpet replacement, and renovation projects (same use).

fDebt service for new construction is based on the total project cost amortized over 20 years at an average
interest rate of 5.7 percent and divided by 3, as MnSCU is required by statute to pay one-third of the debt
service back to the general fund. If the project were for renovation, the rate for debt service would include the
existing debt.

8 General obligation bonding provides the least costly debt financing mechanism for state capital projecté.

b Project costs includes all hard and soft costs for construction, such as testing, design, consultants, project
management, construction, and contingencies.
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